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I. INTRODUCTION 
A. Neglect 2! 1h! Field 
Of the many specialized fields of interest to pro-
fessional economists, the subject of medical and health eco-
nomics has perhaps received the least attention in propor-
tion to its size as an economic problem. 
Most economists have been interested in health and 
medical care not as a separate economic problem, but only in 
ao far as it ia an aspect of population growth. 
1. !z !h! Colleges 
Courses in medical and health economics are usual-
ly offered in schools of public health to graduate students 
in that field. A perusal of the catalogues of schools of 
liberal arts and schools of social sciences, however, fails 
to disclose a listing of courses of this nature. Textbooks 
in this field are chiefly the work of physicians and reflect 
their lack of training in economics. 
2. ~ the Economists 
The field has not been entirely neglected by pro• 
fessional economists, of course. Several articles dealing 
with the requirements for physicians appeared in the American 
Economic Review in May, 1951. Gunnar Myrdal has written ar-
8. 
ticles in the field of health economics for various United 
Nations Publications, and Seymour Harris was one of the con-
tributors of articles in "Building America's Health"• Un-
doubtedly many more articles have been written in this field 
by professional economists, but the volume of economic pro-
nunciations on this subject by persons untrained in economics 
far exceeds the contributions of the economists. 
B. Scope of the Problem 
Yet the field is one of such magnitude and of so 
many ramifications that it should warrant study and comment. 
1. Financial 
The magnitude and direction of the problem may be 
judged from some unpublished estimates of the expenditures 
for health and medical services prepared by Dr. Barcov s. 
Sanders of the Social Security Administration and presented 
on the following page.* 
ESTIMATED CIVILIAN EXPENDITURES FOR 
HEALTH AND MEDICAL SERVICES BY SOURCE OF FUNDS 
1941, 1950 and 1960 
(In Millions) 
SOURCE OF FUNDS ~ iliQ 
Consumer $3,620 $10,~0 
Government 850 . 2, 3 
Philanthropy 230 i10 Industry 300 30 
Hospital Construction 
~ 476 Public Private 344 
ALL SOURCES $5,088 $14,.543 
2. Groups Affected 
1960 
$1,,000 
,ooo 
500 
1,100 
500 
,200 
$21,600 
Clearly, expenditures for medical services are 
large and growing. The problem is one which concerns govern-
ment, industry and the consumer. It affects consumer deci-
sions, government policy and is an item in collective bar-
gaining between labor and industry. It is a political issue 
in that it is a part of the broad problem of government re-
lationships to private industry. 
The questions of government responsibility for pro-
viding adequate medical services for the people, and whether 
the costs of these services should be insured against public-
ly or by private insurance companies remains at present un-
resolved. 
The problem of expenditures for medical care is 
rapidly becoming of increasing importance to industry as 
10. 
business firms, either voluntarily or as a result of labor's 
demands, provide an ever increasing contribution to the total 
expenditure for medical services in the form of health and 
welfare funds or as payments of health insurance premiums. 
To the consumer the costs of medical services may 
represent a crushing financial blow from which recovery may 
take years. At the very least they represent a regular ex-
pense in the form of insurance premiums; insurance which will 
at best only partially cover the costs involved in medical 
care. 
3. Statement ~ Wolverton 
Probably the best testimony indicating that health 
and medical care are sizeable economic problems is the state-
ment of Representative Charles A. Wolverton {R.-N.J.), Chair-
man of the House Interstate and Foreign Commerce Commdttee: 
11. 
"Apart from the human factors involved, I have become con-
vinced from my study of health problems that the subject of 
health has more important economic implications for our nation 
than many of the economic activities which are subject to 
Federal regulatory legislation."* 
These remarks of Congressman Wolverton followed 
hearings by his committee on the extent and costs of disability. 
c. ~ ~ ~ Research 
In view of the size and importance of health prob-
lems as economic problemB, and the need and lack of economic 
research in this field, it would appear that investigations 
into some of the economic aspects of health problems by per-
sons trained in economics would be of value. 
1. Limitations of the Thesis 
Obviously an investigation encompassing this entire 
field is beyond the scope of a master's thesis. For this 
reason the contents of this research paper have been confined 
to a single aspect of the broader economic problems of health, 
the economic aspects of medical education. 
This single aspect has been chosen for several 
reasons. An adequate supply of trained physicians is essen-
tial for the operation of any plan to extend the amount of 
medical care now being consumed by the American public. Ex-
tension of medical coverage under socialized medicine in 
England resulted in an immediate and drastic shortage of per-
sonnel. According to Dr. Paul B. Magnuson, Chairman of the 
President's Commission on the Health Needs of the Nation, 
this shortage resulted because "you can't buy medical services 
until you have medical personnel to supply the services, and 
12. 
they didn't have the medical personnel."* 
Although the problems of proper and adequate medi-
cal education for students, and standards for schools have 
been investigated and discussed, very little organized atten-
tion has been given to the economic aspects of medical educa-
tion. 
2. Shortage 2f Physicians 
The problem of insuring an adequate supply of doc-
tors is currently attracting the attention of the federal 
government, and legislation aimed at subsidizing medical 
schools and students has been proposed in recent sessions of 
Congress. The government is already indirectly subsidizing 
medical education through research grants to medical colleges. 
3. Demand for Medical Education 
Chiefly, however, this study will be concerned with 
the demand for physicians' services and the demand for medi-
cal education. The control of the supply of these services 
will be the subject of tbe greater part of this study. 
13. 
II. THE ORIGIN OF THE PROBLEM 
One of the most important doc~nts concerned with 
the economic aspects of medical education is the Flexner re-
port, "Medical Education in The United States and Canada". 
Although published in 1910, this document has considerable 
bearing upon the present situation in medical education. 
A. Effect of ~ Flexner Report 
At the time of the publication of the Flexner re-
port, there existed in the United States 148 medical schools; 
by 1952 there remained only 79. Although the factors leading 
to the decline of the number of medical schools had been pres-
ent for some time when Dr. Flexner wrote his report, the in-
fluence of the report in effecting this reduction was substan-
tial. The reception given the report by the public, the med-
i cal profession and the press has been described by Dr. Flex-
ner in his autobiography, "I Remember". Referring to the re-
port, Dr. Flexner says, "It produced an immediate and profound 
sensation, making, as we aay nowadays, 'the front page'l The 
medical profession and the faculties of the medical schools, 
as well as the state boards of examiners, were absolutely 
flabbergasted by the pitiless exposure. We were threatened 
with lawsuits, and in one instance actually sued for libel for 
$150,000. ••• Schools collapsed to the right and left, usual-
ly without a murmur. A number pooled their resources. The 
seven schools of my native city,# which, councilmen notwith-
standing, I had described with the same candor employed else-
where, were reduced to one. The fifteen schools in Chicago, 
which I had described as the 'plague spot of the country in 
respect to medical education', were shortly consolidated into 
three."* 
B. Current Importance of _2 Report 
The Flexner report is not only important because of 
its influence in reducing the opportunities for medical edu-
cation (in the interest of raising the standards), but be-
cause in it are outlined certain principles for the financing 
of medical education which are of significance. Recognition 
of the effect of restriction of the number of doctors upon 
the earnings of members of the profession was clearly under-
stood by those responsible for the preparation of the report. 
Apparently one of the objectives of the report was to improve 
the economic condition of the profession by limiting the 
number of doctors through the medium of reducing the number 
of medical schools. 
#Louisville, Kentucky 
*1, p.l31. 
15. 
c. Origin of ~ Report 
The Flexner report was prepared for the trustees of 
the Carnegie Foundation for the Advancement of Teaching. The 
necessity for a report of this type grew out of the need of 
the trustees of the foundation for a basis on which to admin-
ister the endowment fund set up by Andrew Carnegie for the 
benefit of teachers in the colleges and universities of the 
United States, Canada and Newfoundland. A cursory examina-
tion of the thousands of institutions of that day which bore 
the name college or university, revealed to the trustees that 
many of these institutions were really secondary schools. 
1. Interrelationship of Schools 
16. 
Further investigation revealed a variety of rela-
tionships between colleges and their professional schools of 
law, medicine and theology. In some instances the profession-
al schools were substantially independent, and the relation-
ship to the university was tantamount to an agreement by which 
proprietary schools of medicine used the name of the university. 
In other cases the medical school, although incorporated into 
the college or university, was not responsible to the parent 
institution for standards, a1d received little or no support 
from the college or university. In only a relatively small 
number of cases did the university or college actually control 
and operate the medical school•* 
The Carnegie Foundation trustees at a meeting in 
November, 1908 authorized a study and report upon the schools 
of medicine and law in the United States and appropriated the 
necessary funds for the undertaking. Dr. Abraham Flexner 
prepared the report.* 
2. The Choice of Flexner 
It is significant that Dr. Flexner, an educator, 
was chosen rather than a medical man. The circumstances 
leading to his selection are described in his autobiography 
as follows: "When I next saw him,# he asked me whether I 
would like to make a study of medical schools. As our fam-
ily resources had been depleted during the preceding three 
years, I was, I confess, prepared to do almost anything of a 
scholarly nature; but it occurred to me that Dr. Pritchett 
was confusing me with my brother at the Rockefeller Insti-
tute, and I called his attention to the fact that I was not 
a medical man and had never set my foot inside a medical 
school. He replied: 
'That is precisely what I want. I think profes-
sional schools should be studied not from the point of view 
of the practitioner but from the standpoint of the educator. 
*2, p.VII. 
#Dr. Henrys. Pritchett, President of the Foundation 
~. 
I know your brother, so that I am not laboring under any con-
fusion. This is a layman's job, not a job for a medical man.'"* 
It is evident that Dr. Flexner approached the prob-
lems of medical education substantially free from preconceived 
ideas and without special interest or prejudice. His interest 
was chiefly in the quality of medical education. He did not 
for personal gain seek the limitation of medical education as 
a means of restricting the number of physicians and thus en-
hancing their individual earning capacity. He sincerely be-
lieved that limitation of membership in the profession and 
the raising of the standards of membership would benefit 
society as well as the individual physician under the con-
ditions which existed at the time of the study. 
D. ~ Proprietary Schools 
In 1910, in contrast to present conditions, many 
medical schools were proprietary and were operated as going 
business for profit. In pursuit of this profit, proper 
standards and procedures were sacrificed for expediencies 
which yielded greater net incomes for the promoters of the 
school. Other schools were enlarging or paying for plant 
facilities out of student fees. 
E. History of the Medical Schools 
1. ~ Apprentice System 
Dr. Flexner began his report with a short historic-
al sketch tracing the development of medical schools. During 
the seventeenth and eighteenth centuries, a young man in 
America desiring to practice medicine began his career as an 
apprentice to a physician. Years of menial work such as run-
ning errands, mixing drugs and washing bottles gradually led 
to tasks requiring greater skill, until the apprentice had 
acquired the skills and limited knowledge of his master. 
During the eighteenth century many students supplemented this 
apprenticeship with a tour of the hospitals of Europe.* 
2. Organization of the School 
By the middle of the eighteenth century, students 
returned from Europe began to conduct series of lectures on 
various medical subjects. By 1765 a professorship in the 
theory and practice of medicine had been established at the 
College of Philadelphia. Patients at the Pennsylvania 
Hospital were used for demonstrations which supplemented the 
lectures.** Other similar schools were started in New York 
(Columbia} and Boston (Harvard). 
19. 
A departure from this sound start took place in 
the early nineteenth century when the first proprietary 
school of medicine was founded in Baltimore. This school 
purported to be the medical department of the University 
of Maryland•* 
3. ~ Decline of Standards 
From this beginning medical schools began to 
multiply rapidly. Between 1810 and 1840 twenty-six medical 
schools were founded in the United States and Canada. By 
20. 
1876 forty-seven more were founded, and the number surviving in 
1876 doubled between that year and 1910, making a total of 153 
operating in that year. During the period from 1810 to 1910 
four hundred and fifty-seven medical schools were started in 
the United States and Canada. About another fifty were "still 
born". These schools were usually frauds, suppressed by the 
police or post office department.** The large number of 
fraudulent schools may be taken as an indication of the 
prof! tableneas of "educating" young men for the then poorly 
regulated medical profession. 
The "business" of medical education in the late 
1800's is adeptly described by Flexner in the fol l owing pas-
sage: "Wherever and whenever the roster of untitled practi-
*2 p.5, 
**2-, p.o. 
tioners rose above half a dozen, a medical school was likely 
at any moment to be precipitated. Nothing was really essen-
tial but the professors. The laboratory movement is compar-
atively recent; and Thomas Bond's wise words about clinical 
teaching were long since out of print. Little or no invest-
ment was therefore involved. A hall could be cheaply rented 
and rude benches were inexpensive. Janitor service was un-
known and is even now relatively rare. Occasional dissec-
tions in time supplied a skeleton in whole or in part, and a 
box of odd bones. Otber equipment there was practically 
none. The teaching was, except for a little anatomy, wholly 
didactic. The schools were essentially private ventures, 
21. 
money making in spirit and object. A school that began in 
October would graduate a class the next spring; it mattered 
not that the course of study was two or three years; immigra-
tion recruited a senior class at the start. Income was simply 
divided among the lecturers, who reaped a rich harvest besides, 
through the consul ta tiona which t be loyalty of their former 
students threw into their hands. 'Chairs' were therefore 
valuable pieces of property, their prices varying with what 
was termed 'reflex' value; only recently a professor in a now 
defunct Louisville school, who had agreed to pay $3,000 for 
the combined chair of physiology and gynecology, objected 
strenuously to a division of the professorship assigning him 
physiology, on the grounds of 'failure of consideration'; 
for the 'reflex' which constituted the inducement to purchase 
went obviously with the other subject. No applicant for in-
struction who could pay his fees or sign his note was turned 
down. State boards were not yet in existence. The school 
diploma was itself license to practice. The examination, 
brief, oral and secret, plucked almost none at all; even at 
Harvard, a student for whom a majority of nine professors 
'voted' was passed. The man who settled his tuition bill was 
thus practically assured of a degree, whether he had attended 
lectures or not. Accordingly the business throve."* 
The conditions described by Flexner obtained in the 
United States only a little mare than a decade before the 
issuance of his report, and were still undergoing the process 
of change in 1910. The number of medical schools in the 
United States reached a peak of 162 in 1906. This was a 
mere two years before Flexner undertook his task and only 
four years before its completion. The number of schools had 
dropped to 131 by 1910 and had declined to only 96 by 1915. 
(Table I) 
F. The Licensing Boards 
Much of the decline was due to the establishment 
of state licensing boards in the late 1890's and the first 
22. 
decade of the twentieth century, aided partly by the publicity 
given the situation by Flexner. 
Dr. Flexner described the influence of these boards 
as follows: "It has become virtually impossible for a medi-
cal school to comply even in a perfunctory manner with 
statutory, not to say scientific, requirements and show a 
profit .. The medical school that distributes a dividend te> 
its professors or pays for buildings out of fees must cut 
below the standards which its own catalogue probably alleges. 
Nothing has perhaps done more to discredit commercialism 
than the fact that it has ceased to pay."* Thus at the time 
Flexner wrote, the factors leading to the decline of the 
number of medical schools were already in existence; his re-
port merely served to focus attention on the situation and 
thus accelerate the process. 
G. Flexner's Principles 
Dr. Flexner -outlined certain principles in regard 
to the financing of medical education which are of importance 
23. 
today. He believed that student fees could never be expected 
to provide more than one third of the income necessary to con-
duct a good medical school.** He did not believe that the 
*2, p.ll 
*;fl, p.l33. 
teaching time donated voluntarily by instructors could be re-
lied upon, and advocated a full time paid faculty. If a man 
engaged in private practice for profit, and donated his 
spare time to teaching on a voluntary basis, the practice 
was bound to receive primary consideration and the teaching 
to suffer.* 
The problem of financing and operating the univer-
sity hospital Dr. Flexner considered t ·o be separate and dis-
tinct from the problem of the medical school itself, although 
he believed that it was the responsibility of the medical 
school to see that proper clinical instruction facilities 
were provided.** 
The alternative of the school run for profit ac-
~-
cording to Dr. Flexner was the school with a large endowment. 
Nowhere does he suggest governmental aid in supporting medical 
education, although there were in existence at the time sev. 
eral state supported institutions. It must be remembered, 
however, that this report was written in the day of little 
government, small taxes, and at a time when philanthropic 
millionaires were competing to show their generosity. 
As a general principle Dr. Flexner states: "Medi-
cal education is expensive. It can in no event be taught 
*2, p.l33. 
**2, p.l32. 
out of fees. Reputable institutions with no other outlook 
should combine with better favored schools or stop outright. 
Legal enactment should terminate the career of the others. 
Abundant benefaction should strengthen up to our need the 
relatively small number of schools required to deal effec-
tively with the subject.* 
H. The Present Problem 
The high cost of providing medical education is 
essentially the problem of the medical school today. As 
medicine has advanced and the field of knowledge expanded, 
the cost of teaching medicine has increased. Although few 
non-medical institutions of higher learning expect today to 
finance themselves out of student fees, and this problem is 
common to most universities in every department, the prob-
lems of the medical schools are more intense since the costs 
of providing medical education are substantially greater 
than the costs of providing almost any other type of educa-
tion. Although tuition fees of the medical schools have 
been rising and are high in camp arison to other schools, 
they have not risen in proportion to the cost of teaching 
medicine. At present student fees provide only 12 percent 
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of the income of the typical medical school, far short of 
the one third maximum set by Dr. Flexner.* 
I. Limitation£! Entry 
Another economic aspect of medical education dealt 
with extensively in the Flexner Report is the effect of limi-
tation of entry into the field of medicine upon the earnings 
of doctors. 
The economic situation of the practitioner of medi-
cine in 1910 was evidently quite different from that of to-
day. Flexner believed that there was an excess of physicians 
relative to the effective demand for their services. He 
states, "The improvement of medical education cannot be 
therefore resisted on the ground that it will destroy schools 
and restrict output: that is precisely what is needed."w~· 
Evidently this belief was also shared by Henry s. 
Pritchett, president of the Carnegie Foundation, who ex-
pressed this view in the introduction to the report. 
Pritchett says, "It is evident that in a society constituted 
as are our modern states, the interests of the social order 
will be served best when the number of men entering a given 
profession reaches and does not exceed a certain ratio. For 
*22, v.21 p.l32. 
**2, p.lo. 
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example, in law and medicine one sees best in a small vil-
lage the situation created by overproduction of inadequate-
ly trained men. In a town of two thousand people one will 
find in most of our states from five to eight physicians 
where two well trained men could do the work efficiently and 
make a competent livelihood. When, however, six or eight 
ill trained physicians undertake to gain a living in a town 
whi ch can support only two, the whole plane of professional 
conduct is lowered in the struggle which ensues, each man 
becomes intent upon his own practice, public health and 
sanitation are neglected, and the ideals and standards of 
the profession tend toward demoralization."* 
J. Geographic Inequities 
The economic aspects of the uneven geographic dis-
tribution of medical personnel, with the shortages in certain 
rural areas, also received the attention of Dr. Flexner. 
This is also a problem of current i nterest. 
Dr. Flexner states, "Overproduction is stamped on 
the face of these facts; and if in its despite, ther e are 
localities without a physician, it is clear that even long-
c ontinued overproduc tion of cheaply made physicians cannot 
f orce distribution beyond a well marked point. ••• A century 
*2, P.xiv. 
of reckless overproduction of cheap doctors has resulted in 
general overcrowding; but it has not forced doctors into 
these hopeless spots. It has simply huddled them thickly at 
points on the extreme margin. Certain rural communities in 
New England may, for example, have no physician in their 
midst, though they are in most instances not inaccessible to 
one. But let never so many low grade doctors be turned out, 
whether in Boston or in smaller places like Burlington or 
Brunswick, that are supposed not to spoil young men for 
country practice, these unpromising places, destined perhaps 
to disappear from the map, will not attract them. 
They prefer competition in some already over-
occupied field. Thus in Vermont, Burlington, the seat of the 
medical department of the University of Vermont, with a pop-
ulation of less than 21,000 has 60 physicians, one for every 
333 inhabitants; nor can these figures be explained away on 
the ground that the largest city in the state is a vortex 
which absorbs more than its proper share; for the state 
abounds in small towns in which several doctors compete in 
the service of less than a thousand persons: Post Mills, 
with 105 inhabitants, has two doctors; Jeffersonville, with 
40~has two; Plainfield with 341, has three. Other New 
England States are in the same case. It would appear, then, 
that overproduction on a low basis does not effectively 
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overcome the social or economic obstacles to spontaneous 
diapers i on."* 
1. Alleviation £I Subsidy 
The problem of attracting physicians to rural areas 
remains today, and has been somewhat intensified by the cur-
rent shortage of physicians. The remedy for this situation 
suggested by Dr. Flexner is of interest in view of the pre-
sent relationship of government to the medical profession. 
Dr. Flexner suggests, but only as a "last resort" that it 
"might conceivably become the duty of the several states to 
salary district physicians in thinly settled or remote 
areas. "~i' 
In addition to the above discussion of economic 
problems related to medical education, the Flexner report con-
tains as the main body of the text a detailed description of 
every medical school in operation in the United States and 
Canada in 1910. These reports, which describe entrance re-
quirements, attendance, teaching staff, resources and clinical 
facilities, are of no particular interest for this thesis 
and will not be dealt with here. 
III • THE DEMAND FOR MEDICAL SERVICES AND THE CONTROL 
OF THE SUPPLY OF MEDICAL SERVICES 
A. Regulation of Medicine 
Regulation of medical education in the United 
States rests with three groups, The American Association of 
Medical Colleges, The American Medical Association and the 
state licensure boards.* 
The influence of the state boards, although quite 
powerful, is not as direct as the influence of the· two medi-
cal organizations, and is of course confined to the partlcu-
lar state. The A.M.A. and A.A.M.c. exert a direct and power-
ful control over the medical colleges, and are, in effect, an 
extra legal governing body in this field. The state boards 
merely retain the right to pass on the adequacy of the educa-
tion of medical graduates seeking licenses to practice medi-
cine within their particular jurisdiction; the two medical 
organizations direct not only what will be studied, but to a 
great extent how many students there will be, and to a lesser 
extent who these students will be. 
1. Method of Control 
This control is achieved by the setting up of seta 
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of rules and regulations for medical schools by the two or-
ganizations. To win approval, the school must conform to 
these regulations. Graduates of schools lacking this approv-
al have no standing in the profession. 
The regulations govern such matters as the require-
ments ror admission, the curriculum, and the make-up of the 
faculty. 
In a report written in 1932, the "Commission on 
Medical Education", set up by the American Medical Associa-
tion, remarked concerning this regulation as follows: 
"These regulat!ons and rules were necessary in the program 
. ' 
of elevating the standards of medical training and in elimi-
nating the proprietary and commercial medical schools. They 
had to be defined in detail to serve their purposes and were 
largely responsible for the remarkable improvement which has 
taken place in this field of professional training during 
the last twenty-five years." Significantly this is followed 
by the illuminating statement, "There is a higher degree of 
regulation in this than in any other branch of education."* 
2. Medicine As A Monopoly 
The results of this control are frankly admitted 
further on in the report by the statement: "Legally the 
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practice of medicine in this country and Canada is a monopoly 
in the sense that the supply of physicians is restricted to 
those institutions which ~e recognized for the purposes of 
medical licensure.* 
The report has tens to add, however, tha. t "the in-
tent of this monopoly is not to create benefits for the medi-
cal profession, but to protect the public.* 
Regardless of the intent of a monopolistic control 
of the supply of a good or service, the result must inevita-
bly be that if the supply is restricted by the monopolizing 
power, the production of the service will be smaller and the 
price higher than under conditions of greater competition. 
The production of medical services is no exception. 
B. Responsibility to the Public 
The responsibility to the public of providing an 
adequate supply of physicians is recognized in the statement: 
"It is important as a matter of public policy that the number 
of practitioners, general and specialized, be reasonably 
near that required to provide a competent medical service. 
An insufficient supply, total or local, will leave essential 
services uneared for, tend to increase the cost of individual 
care, and stimulate the production of practitioners at a low 
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educational level. An oversupply is likely to introduce ex-
cesaive competition, the performance of unnecessary services, 
and conditions in the profession which will not encourage 
students of superior ability and character to enter the pro-
fession."* 
In essence the medical profession is then an in-
'. 
dustry with strong monopolistic elements, with control of 
the expansion of production resting largely with the two 
medical organizations but especially with the A.M.A. The 
controlling forces have recognized their .responsibility to 
provide an adequate supply of doctors. It · is the determi-
nation of what constitutes an adequate supply that has given 
rise to the current ~ontroversy. 
c. ~ Supply of Physicians 
There have been many views expressed by members of 
the professional organizations regarding the present and 
future needs for medical personnel. Many members of the pub-
lie and non-physicians working in the field of medicine and 
public health have also expressed their views. These opin-
ions will be reviewed in the following chapter. The remainder 
of this chapter will be used for a brief examination of the 
problems involved in determining the present and future need 
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for physicians. 
1. Effect of Long Training Period 
It is apparent that the supply of doctors is not 
readily responsive to shifts in the demand for their serv-
ices. Even if it were possible for all of the students 
seeking a medical education to be admitted to training, the 
supply of physicians must of necessity lag behind a change 
in demand. There is a large and ever increasing time lag 
between the decision of a student to enter the medical pro-
fession, and his obtaining a license to practice. While this 
time lag is pre sent in the prepars.tion for all professions, 
it is especially long in medicine. 
The medical student must first complete a two to 
four year pre-medical course, often one leading to a bache-
lor's degree. This must be followed by a four year course in 
medical school and a period of interning. For doctors wishing 
to specialize, the period of training is two or three years 
longer. The time required for training is in fact so long 
that business condi tiona may change and substantial shifts 
in demand take place during the period of study. 
D. The Income Elasticity of Demand 
The demand for medical services exhibits tendencies 
toward income elasticity, and appears to be linked to the 
level of consumer incomes and the level of business activity. 
This is illustrated by the fact that although in the depres-
sion period of the 1930's there were fewer physicians in re-
lation to population than there are today, their services 
were not fully utilized. In the depression period there were 
approximately 125 physicians per 100,000 population; at pres-
ent there are about 1~ per 100,000. In the 1930's there was 
an excess of physicians in relation to the ability of the 
public to utilize and pay for their services. and there was 
unemployment in the profession. At present public health 
agencies are unable to fill vacancies for physicians at 
salaries of $7,500 to $10,000 per year. 
Family studies of expenditures for medical care 
indicate that the percentage spent for medical care remains 
fairly constant, but that the absolute amount varies, increas-
ing as family income increases. (Table 2) 
While studies of this type do not follow a family 
over a business cycle, they tend to substantiate the figures 
on consumer expenditures over time which also show a fairly 
constant percentage of family income expended for medical 
care at various levels of consumer income, indicating that 
the absolute amount spent rises and falls as does family in-
come. (Table 3) 
These figures tend to substantiate the apparent in-
come elasticity of the demand for medical services indicated 
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by employment conditions among physicians during the depres-
sion and the current prosperity. While some of this differ-
ence ia undoubtedly accounted for by the secular growth of 
the demand for medical services, the income elasticity of 
the demand seems reasonably clear. 
Business conditions as severely depressed as those 
of the 1930's may never return, but the level of consumer in-
comes must be one of the elements to be evaluated in making 
forecasts of the number of physicians needed. 
E. Demand of the Armed Services 
Among the more unstable and important factors in-
fluencing the demand for medical services is the size of the 
armed forces. The future size of the armed forces is depend-
ent upon world political conditions and cannot be reliably 
estimated. In addition to this element of uncertainty there 
have been differing opinions and regulations concerning the 
ratio of physicians to personnel strength in the armed forces. 
1. The Troop-Physician Ratio 
During and immediately following World War II, the 
armed forces maintained a staff of physicians in the ratio 
of 600 doctors per 100,000 troop .strength. This ratio may be 
compared to the present civilian ratio of only 134 physicians 
per 100,000 civilian population. Although the ratio in the 
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armed forces was later reduced to 400 doctors per 100,000 
strength at the time of the Korean War, the ratio continues 
to remain high. 
2. The Effect of War 
The Armed Forces must be considered a major force 
affecting the demands for medica l services both because of 
the high ratio and the large numbe r of doctors involved. At 
the end of World War II approximately 55,000 doctors were on 
active duty with the Armed Forces.* By June 30, 1950, at the 
beginning of the Korean War, the number of physicians on 
active duty totaled only 6,326. By the end of 1952 there were 
approximately 14,000 physicians in the Armed Forces, repre-
senting about seven percent of the country's 206,300 physi-
cians.* In the light of the present unsettled world condi-
tions, the demand for the services of physicians by the 
Armed Forces may be expected to remain an important and vol-
atile element in the total demand picture • 
. F. The Effect of Population Growth 
Another important factor in the demand for medical 
services is the growth of population and change in the age 
composition of the population. An examination of physician-
*22, v.2,p.99,115. 
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population ratios for a period of years shows that there has 
been some growth of the number of physicians relative to pop-
ulation during the last 25 years. Ratios of physicians to 
population are presented below: 
RATIO OF PHYSICIANS TO POPULATION 
UNITED STATES 
YEAR 
1925 
1930 
19,36 
1940 
1948 
191+9 
1951 
Source: 
1925-1951 
PHYSICIANS PER 
100,000 POPULATION 
127 
125 
129 
133 
136 
i~ 
Building America's Health, Vol. 2, p.ll5. 
It is evident that the growth has been slight, and 
that the trend has been reversed in recent years. The ratio 
presents only a superficial picture. There are factors of 
population composition which must be considered. In 1900 
only 18 percent of the population was 45 years of age or over. 
By 1950 this age group constituted 45 percent of the popula-
tion. This redistribution of the population by age has re-
sulted largely from the reduction in infectious diseases. 
With the reduction in deaths from acute infectious diseases, 
especially at younger ages, the problem of a larger group of 
older persons suffering from chronic diseases has come to be 
of increasing importance. The care of the chronically ill 
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requires much more of the physician's time than does acute 
illness. The increase in the number of cancer, cardiac and 
geriatric patients has vastly expanded the number of hours 
of physician's time needed.* 
Present trends indicate a continued ageing of the 
population and an increase in the number of chronically ill 
persons.* 
G. Increased Physician Productivity 
The increased demand for medical services has, how-
ever, been offset to a great extent by the increased produc-
tivity of physicians. There is ample evidence that medical 
acience too has benefited from technological advances. Dr. 
Frank G. Dickinson, testifying for the A.M.A. before the 
President's Commission op the Health Needs of the Nation, 
made the following observations: 
"Although the precise quantity increases are un-
known, it is obvious that the American people are enjoying the 
fruits of technological improvement in the field of medicine 
just as in industry, agriculture and transportation. It 
should be extremely clear to all students of medical econom-
ics that the supply of medical services can no longer be 
measured by counting the number of active physicians, dentists 
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and nurses." 
According to Dr. Dickinson the increased output per 
physician can be attributed to "greatly increased use o£ 
nurses and technical assistants, the introduction o£ wonder 
drugs, improved transportation, the increasing proportion o£ 
patients seen in hospitals and o££ice, and other increases 
in technical e£ficiency. "* 
Paul De Kruif has added £urther testimony concern• 
ing the increased productivity per doctor as follows: 
"The fortunate fact is that one modern doctor can 
do what ten couldn't do at all 30 years ago. In those days 
doctors ran themselves ragged treating diphtheria-- immuniza-
tion has wiped out that drudgery. Innoculation and new 
wonder drugs have enormously cut down the hours doctors used 
to have to spend at the bedsides of children sick with whoop-
ing cough, measles, mastoids and other childhood ailments~*?} 
H. The Effect of Health Insurance 
Undoubtedly one of the factors exerting an upward 
influence upon the demand for medical services has been the 
growth of voluntary health insurance plans such as Blue 
Cross, Blue Shield and the commercial plans. 
*22, v.4, p.19. 
{l-*17, p. 28. 
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Prepayment of medical expenses in the form of in-
surance premiums disposes the consumer toward greater use of 
the service. Since all or most of the expense has already 
been prepaid, the cost of the service is no longer a deter-
rent to its use. Even though many medical and hospital in-
surance plans have an element of co-insurance in them in 
that total expenses are not covered by the policy and the 
insured must make a partial .payment, the immediate cash out-
lay is substantially reduced and the patient tends to more 
readily purchase the service than if all of the expense had 
to be paid for out of current and future earnings. 
Because hospital bills are most commonly insured 
against, the growth of coverage has been seen mostly in an 
increase in hospitalization. However, it is probable that 
the use of physicians' services has also increased since 
their use is complementary to the use of hospitals. 
Insurance against surgeons' fees through Blue 
Shield and the commercial plans has probably led to an in-
crease in the demand for surgery. 
1. The Growth £! Insurance 
The rapid growth of hospital and surgical insurance 
may be judged by reference to table IV• The influence of pre-
payment of medical expenses upon the demand for medical serv-
ices has apparently been of some consequence, and a continu-
ation of their growth could continue to increase the demand. 
In 1951 it was estimated that about 85 million persons or 
about 57 percent of the civilian population had same insurance 
(Blue Cross or commercial) against the costs of medical care. 
About 25 percent of the population had surgical expense cover-
age.* 
2. Limits of Blue Cross 
While this apparently leaves considerable room for 
expansion of this coverage, the upper limit is by no means 
to be considered 100 percent. There is a large proportion of 
the population which cannot pay the premiums, or which the 
plans refuse to accept as risks. 
3. Possible Expansion of Insurance Coverage 
If any great expansion of coverage is to take place, 
the most probable form of this expansion will be some type of 
compulsory health insurance as an adjunct to the present ao-
cial security program. If such a program were to be set up, 
it is unlikely to result in 100 percent coverage of the pop-
ulation. Such a program would probably cover only employed 
workers in employments now covered by the social security 
system. 
An "all out" coverage plan, the so-called "social-
ized medicine", would, of course, result in a tremendous ex-
pansion of the demand for medical services. 
At present either or both of these prospects appear 
to be rather remote. Although legislation calling for some 
form of health insurance has been introduced at almost every 
session of Congress in recent years, this legislation has 
been actively opposed by the A.M.A. and defeated. 
While the foregoing constitutes but a brief review 
of the forces acting on the demand for the services of physi-
cians, this brief examination illustrates the difficulties 
encountered in attempting to arrive at an estimate of the 
future requirements in the field of medical personnel. 
Estimates of the required number of physicians tend to be ex-
pressions of opinions based upon the personal evaluation of 
the multitude of factors mentioned, and usually substantially 
influenced by the self interest of the person making the 
e s timate. 
The sources of these opinions and the views ex-
pressed will be examined in the next chapter. 
IV. VIEWS CONCERNING THE SHORTAGE OF PHYSICIANS 
As an aspect of the broader problem of medical 
care, the requirements of the nation for physicians have re-
ceived wide attention colored by the same political partisan-
ship which has characterized compulsory health insurance and 
the medical care problem in general. 
A. Paucity of Estimates 
Spe cific estimates of the number of physicians 
needed have in actuality been few, but when these estimates 
have been promulgated, they have been siezed upon by the 
forces interested in medical care and either attacked or 
defended according to the political and economic interest of 
the parties concerned. 
1. Sources of Articles 
For this reason articles dealing with the "doctor 
shortage" are frequently found in popular magazines, probably 
more frequently than in journals of the medical and public 
health societies with which concern for the problem is more 
immediate. 
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The articles in popular magazines frequently repre-
sent attempts by the authors, often representatives of special 
groups, to influence public opinion. Quite often the article 
represents the political attitude of the editorial staff of 
the magazine, although articles contrary to the general 
editorial policy of the magazine are not exceptional. 
It is not unusual to find organizations making a 
complete about face in their attitude toward the "doctor 
shortage" with a reversal in the direction of the political 
winds, or when changing conditions make it expedient to do 
so. Instances of such changes will be cited later on. 
B. The Reliability of Estimates 
In general it may be said that opinions concerning 
the "doc tor shortage" are ct>ften biased and subject to change 
without notice. Actual estimates of the shortage, although 
cloaked with the mysticism of involved statistical procedures 
and sanctified by the blessing of official government agen-
cies or fine sounding scientific societies, are probably also 
biased and subject to change without notice. 
c. ~ A.M.A. Estimate 
One of the first of. such estimates is that or the 
Commission on Medical Education of the A.M.A., made and pub-
lished during the depression years of the early 1930's. As 
soon as the commission had published its estimate, one of 
the members, Dr. A. c. Cristie, who had dissented from the 
opinion of the committee, published a book entitled "Economic 
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vary little disagreement with the fact that physicians were 
in excess relative to the effective demand for their serv-
ices. Esther L. Brown, writing in "Physicians and Medical 
Care" for the Russell Sage Foundation (1937) pointed out 
"If deductions had been made, however, for physicians en-
gaged in teaching, research, hospital administration and 
other types of work not directly related to private practice, 
the figure relating to oversupply would have been appreciably 
reduced."* There was no question of a shortage of doctors 
at that time. 
E. Views of !2.!:.!, ~ Cabot 
Not all members of the profession agreed with Dr. 
Cristie, however. In 1935, Dr. Hugh Cabot pointed out that 
the amount of factual information concerning a desirable 
supply of physicians was so inadequate that taking steps to 
control the number of physicians through further limiting 
enrollment in medical schools was fraught with danger. He 
also indicated that he believed the profession to be too 
much interested in its own welfare to be able to examine the 
situation objectively, saying "If there is to be limitation, 
it should be introduced as a matter of public policy, and 
should therefore be directed by representatives of the public 
*5, p.ll5. 
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Problems of Medicine" in 193.5. Dr. Cristie did not differ with 
the estimate of the commission, he merely advocated stronger 
action in the situation. He states: 
"The conclusion of the Commission on Medical Educa-
tion is that adequate medical services could be furnished in 
the u. s. by about 120,000 physicians, or at least 2.5,000 
leas than we have at the present time. This would mean about 
one physician for each 1200 population. "-r.· 
This estimate may be contrasted with the present 
"shortage" ratio of one doctor per 748 persons in 19.51. 
This excess of physicians Dr. Cristie contended 
"has brought about excessive competition among physicians, 
with temptation to resort to objectionable commercial prac-
tice in order to make a living~~~~ 
To correct this Dr. Gristle suggests "The situa-
tion can be controlled to some extent by agreement among 
approved medical colleges to a somewhat lower limit on ad-
missions and greater stringency in granting licenses to 
native and foreign graduates of foreign schools~~~* 
D. Views of Esther L. Brown 
At the time this estimate was published there was 
and not the beneficiaries. He concluded that the reason 
physicians desire limitation is that it would be to their 
economic advantage."* 
F. Reversal of ~ A.M.A. Position 
With the advent of the war the A.M.A. completely 
revised its attitude as indicated by the following statement 
of Dr. Victor Johnson, secretary of the A.M.A. council on 
Medical Education and Hospitals. 
"After the war we are going to require more physi-
cians than before ••• It is conservative to estimate that we 
will need 35,000 more physicians ••• We will graduate 40,000 
men in a six year period and in that period 24,000 physicians 
will die. The net result is that in 1948 we will have ap-
proximately 16,000 additional doctors in this country and 
these 16,000 will have to provide for the estimated addition-
al 35,000 that I have mentioned~** 
1. Reason for Reversal 
The reason for this reversal lies not only in the 
change of economic conditions and the revival of the demand 
for medical services. Undoubtedly the fact that this state-
*5, p.l22. 
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ment constitutes the testimony of Dr. Johnson before the 
Senate Committee on Military Affairs in May 1945 regarding 
the exemption of pre-medical students from the draft has a 
lot to do with the switch to the "shortage" theme. Since 
that time the A.M.A. has recognized no shortage of doctors. 
G. Views of Dr. Franklyn D. Murphy 
This attitude of the A.M.A. was pointed out by Dr. 
Franklyn D. Murphy, Dean of the School of Medicine at the 
University of Kansas in an article in the Saturday Evening 
Post in 1951. Dr. Murphy states: 
"The realization that our medical needs are grow-
ing faster than our medical manpower has been bothering many 
of us for several years. How big the deficit really is de-
pends upon who makes the estimate. The A.M.A., until recent-
ly, has denied the existence of a shortage and suggested we 
might be in for a surplus instead."* 
1. Estimate of National Security Resources Board 
Dr. Murphy then proceeds to quote the estimate o~ 
the National Security Resources Board. This estimate had as 
its target year 1954, and therefore may be judged now for 
accuracy. The failure of this estimate illustrates the pit-
falls encountered in making forecasts of this nature which 
must of necessity be based upon broad assumptions. This 
portion of Dr. Murphy's article follows: 
"Recently Dr. Howard A. Rusk, chairman of the 
Health Resources Advisory Committee of the National Security 
Resources Board, told the medical school deans that his 
committee had calculated the needs of the country at 210,600 
active physicians by 1954. This is 32,600 more than we have 
now, he said, and 22,000 more than the present educational 
schedules will provide by that date. The committee's esti-
mate, which I believe to be on the high side, was based on 
the assumption that our troops by 1954 would number 5,000,000 
and would require 18,500 of those doctors."* 
During the Korean War the number of physicians re-
quired by the Armed Forces was about 14,000 and the 5,000,000 
man army in 1954 will undoubtedly not be realized. 
Dr. Murphy says, however: "The overall picture 
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seems to make any talk of a doctor surplus highly unrealistic." 
2. The Intent of the A.M.A. 
- --
Dr. Murphy denies the complicity of the A.M.A. in 
fostering this situation. "One of the commonest misconcep-
tions" he says, "is the belief that the medical profess ion, 
in the manner of certain trade unions, is deliberately holding 
down the number entering its ranks, in order to maintain an 
artificial shortage and thus a profitable sellers market." 
"The fact is that no arbitrary limit on the total 
number of medical students is set by any group, in the pro-
fession or out. The A.M.A. and A.A.M.C. are interested not 
in maintaining low enrollments, but in maintaining high 
, standards of instruction."* 
3. Reason for Defense of the A.M.A. 
Some of the reasons for the defense of the A.M.A. 
and A.A.M.C. by Dr. Murphy may lie in the statement of 
Albert Q. Maisel "the schools are afraid to buck the A.M.A. 
which controls their very right to existence thru the ability 
to withdraw recognition."** 
H. Estimate of the National Health Assembly 
The estUnate of the need for physicians which has 
attracted the greatest attention and caused the most public 
comment is that published by the National Health Assembly in 
"America 1 s Heal th11 in 1949 • 
*1.5, p.83. {:-*13, p.83. 
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1. Nature of ~ Assembly 
The National Health Assembly was a meeting of a 
body of lay and professional people in the field of medicine 
and public health convened at Washington in 1948 by Oscar 
Ewing, the then Federal Security Administrator, to consider 
problems in the health field. 
Typical comments on the findings of the assembly 
are those published in Survey, the Journal for Social Workers, 
prior to the issuance of the report of the Assembly. 
2. Comment Ef Oscar Ewing 
Oscar Ewing said, "The finding of the Assembly made 
it all too clear that we do not have enough doctors, nurses, 
dentists, medical technicians and public health workers of 
all kinds."* 
3. Comments ~ Agnes ~ Meyer and Dr. Ellen ~ Potter 
Agnes E. Meyer, publisher of the Washington Post, 
stated in .the same is sue: "The section on personnel under 
the direction of Dr. Algo E. Henderson pointed up the great 
need for more doctors and nurses." Ellen c. Potter, M.D., 
Deputy Commissioner of Welfare for New Jersey added "Every 
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section deplored personnel shortages and a desperate need for 
physicians, nurses, etc."* 
The estimates of the number of physicians by 1960 
and the requirements under three assumptions _are given below: 
EXPECTED SUPPLY OF PHYSICIANS IN 1960 
Total in 19!~0 
Estimated graduates and other additions 
1940-1959 
Estimated deaths 1940-1959 
Total in 1960 
Source: America's Health, Report of the National Health 
Assembly, Harper and Brothers, N. Y., 1949. 
ESTDv1A TED NUMBER OF PHYSICIANS REQUIRED IN 1960 
(under various population assumptions) 
Estimated Population I 
227,500 
229,800 
233,200 
239,100 
II 
247,800 
250,300 
2.54,100 
260,700 
III 
236,000 
238,400 
242,000 
248,200 
I 
II 
III 
153,375,000 
155,075,000 
157,609,000 
162,011,000 
To maintain national 1940 physician-population ratio and 
staff the various federal services. 
To attain 1940 physician-population ratio of twelve best 
states and staff the various federal services. 
To provide adequate medical care according to the find-
ings of the Commdttee on the Costs of Medical Care, and 
to staff the various federal services. 
Source: America's Health, Report of the National Health 
Assembly, Harper and Brothers, N. Y., 1949. 
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It may be seen that the highest estimated popula-
tion has almost been reached by 1954, indicating the diffi-
culty of making estimates of this type. 
4. Statement of Dr. Donald G. Anderson 
From these figures it may be seen that the assembly 
placed the minimum deficit in 1960 at 15,830 and the maximum 
at 37,000. In contrast to this Dr. Donald G. Anderson, secre-
tary of the A.M.A. Council on Medical Education and Hospital 
stated in October 1947 "We are prepared to contend that the 
maximum deficit that could possibly be forecast by 1960 does 
not exceed 15,000 physicians."* 
I. Formation of Administration Policy 
The findings of the National Health Assembly, be-
cause of the backing of Oscar Ewing, became the backbone of 
official policy. The administration had taken an official 
stand and was contending that there was a substantial short-
age of physicians. This resulted in a bill proposing federal 
aid to education which will be discussed in the following 
chapter. 
1. Opposition of the A.M.A. 
The opposition o"f the A.M.A. to the bill to aid 
medical education resulted in the publication of numerous 
articles on the subject, typical of which is the article 
"Our Alarming Doctor Shortage", by Albert Q,. Maisel in 
Colliers. 
This somewhat sensationalized article pictured in 
the near future people injured in an atomic attack unable to 
get medical aid, infants dying through lack of medical care 
and other such serious consequences of the failure to expand 
medical education. 
J. Views of Albert~ Maisel 
The blame for this situation Maisel placed squarely 
on the A.M.A.: 
"A tiny group of well-intentioned men has placed 
your health, and even your chances of Atomic-Age survival, in 
the most serious jeopardy. These men mean you no harm. In-
deed they are the leaders of the A.M.A., an organization 
sincerely dedicated to fighting disease and saving life. 
"Yet they must shoulder major responsibility f'or a 
shortage of medical personnel which is constantly becoming 
more critical. They are the one big obstacle in the path of 
Congressional efforts to meet that shortage with f'ederal aid 
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to medical education."* 
Maisel shows the general reluctance of most writers 
t o openly accuse the A.M.A. of limiting the number of doctors 
f or the economic benefit of the medical profession, although 
he reviles them for failure to endorse federal aid. The 
statement of the good intent of the A.M.A. may be sincere, 
but may also have been made in deference to the libel laws or 
the editorial policy of Colliers. 
K. Views of Paul De Kruif 
Publication of this article brought forth a reply 
from Paul De Kruif, the well known author of popular books 
eulogizing the accomplishments of the medical profession. 
This article appeared in the Reader's Digest and follows the 
conservative editorial policy of that publication and the 
general arguments of the A.M.A. The article was entitled 
"What About the Doctor Shortage?" and was a direct answer to 
Maisel and to Oscar Ewing. 
1. Criticism of Administration Policy 
De Kruif states: "Propaganda for socialized medi-
cine, emanating in a great part from the Federal Security 
Agency in Washington has spread a false idea of medical care 
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in the United States." 
As proof that no shortage exists De Kruif cites the 
high ratio of doctors to population; "The u. s. has more 
doctors per total population than any country in the world 
except Israel, overcrowded with refugee doctors from Europe." 
This of course still does not indicate that the ratio is 
sufficient to meet the demand and De Kruif himself says "It 
has become ridiculous to measure medical care in terms of a 
doctor per so many patients." 
De Kruif presents the fact of increased productiv-
ity per doctor as the major argument against the doctor 
shortage. "The fortunate fact is that one modern doctor can 
do what ten couldn't do at all thirty years ago." 
He then points out that "since 1930, the number of 
doctors in the u.s.A. has been increasing proportionately 
faster than the general population." 
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His final contention is that "medical progress in 
the past 15 years has made statistical estimates of a national 
doctor shortage meaningless. 
"By 1954, medical graduates will have increased by 
22 percent over 1940. By 1960, the year of the alarming 
shortage feared by Washington politicians, we'll have more 
doctors in proportion to population than we have today, and 
we already have more and better than any great nation has 
ever had before."* 
Essentially, De Kruif is contending that the in-
crease in graduates, aided by improvement in technique, will 
be sufficient to meet the future needs of the country. 
L. Conflict of the A.M.A. and ~ ...;.V..:.•;;..F..:.•.;.;.w~. 
One of the more interesting aspects of the medical 
personnel problem has been the recently developed conflict 
between the veterans' groups and the A.M.A. The conservative 
American Legion and Veterans of Foreign Wars, which had pre-
viously sided with the A.M.A. in backing a great deal of 
legislation and policy, finally came to blows over the issue 
of veterans' medical care. The A.M.A. decided to oppose the 
care of veterans with non-service connected disabilities by 
the V.A. on the grounds that this constituted public competi-
tion with private enterprise. 
1. Statement of Dr. Walter B. Martin 
President-elect, Dr. Walter B. Martin, of the A.M.A. 
stated in 1953, ''The present trend in the V .A. hospital ex-
pansion will, if not reversed, constitute a serious drain on 
the nation's economy, create an artificial shortage of pro-
fessional personnel, and result in unfair competition for 
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local faci l ities and private physicians." 
Evidently, the A.M.A. intends to place the blame for 
any doctor shortage on the doorstep of the government. 
2. Reply of the V.F.W. 
This statement drew a reply from the Veterans of 
Foreign Wars that "It's common knowledge that there aren't 
enough private doctors to take care of the patients who seek 
their services," and a charge that the A.M.A. deliberately 
limits the capacity of medical schools for the economic ad-
vantage of physicians.* 
Obviously there is no way in which the question of 
the present and future needs for the services of doctors can 
be resolved to the satisfaction of all parties. 
Whether or not a doctor shortage exists and the ex-
tent of this shortage will always remain a matter of opinion. 
At present only the A.M.A. seriously contends that there are 
enough doctors to meet the demands for their services; all 
other parties seem to be in agreement that a deficit exists. 
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The guilt or innocence of the A.M.A. in perpetuating 
this situation also remains unresolved. However, the intent 
of the A.M.A. is only a legal and ethical question. The hard 
economic fact remains that restriction of the supply of a 
*18, p.l28. 
~ervice results in a smaller quantity of that service being 
purchased at a higher price thanwould be paid under more 
competitive conditions. 
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V. THE DEMAND FOR MEDICAL EDUCATION 
The best expression of the demand for medical edu-
cation is, of course, the number of students seeking admis-
sion to medical schools. A simple count of the number of 
applications or even of individual applicants is of little 
significance by itself. Comparison must be made with the 
number of applications to other professionals chools, and 
factors biasing this comparison must be weighed. 
A. Applications and Appltcants 
Since 1947 the Col1ege of Arts and Sciences of The 
Ohio State University has, under the direction of Dr. William 
s. Guthrie, collected and published annual statistics on 
applications to professional schools and colleges. Unfortu-
nately, comparative statistics on applications for admission 
to professional schools are not as significant as those on 
lndi vidual applicants would be. There is no method of de tar-
mining the extent to which individuals have submitted multiple 
s.pplications to different schools, except in the case of 
the medical schools. For the year 1952, stat is tics collected 
by Guthrie showed a total of 64,913 applications for admission 
to medical schools.-::- An analysis of applica tiona by the 
American Association of Medical Colleges showed a total of 
16,760 individual applicants, a ratio of about 3.9 applica-
tions to one individual applicant.~} In view of the difficul-
ties of gaining admission to medical school, it is likely 
that prospective medical school students tend to duplicate 
applications to a greater extent than do students seeking ad-
mission to other professional schools for which the competi-
tion is less keen. For this reason there is a tendency for 
the ratio of applications to admissions to be biased when 
compared with the ratios for other schools. However, even if 
. allowances are made for the inflation of the medical school 
ratios, the differences are significant. 
B. Comparative Ratios of Applications and Applicants 
In 1952, the ratio of applications to admissions in 
all of the 81 medical schools was 8.7 to 1. For thirty-nine 
reporting dental schools (of 41) the ratio was 4.8 to 1. 
Seventeen out of seventeen schools of veterinary medicine re-
ported ratios of 3.1 to 1., and 63 of the 70 schools of pharm-
acy reported ratios of 1.6 to 1. For 8 out of 10 schools of 
optometry the ratio was 1.9 to 1. The ratio for law schools 
*20, Table I 
was 1.8 to 1 with 84 of the total of 107 schools included in 
the tabulation.* 
It is quite evident that the demand for medical 
education in relation to the supply offered by the schools is 
much greater than the comparative demand in other professions. 
2. ~ Series of Ratios 
While the comparative ratio of applications to ad-
missions is high, it should be noted that this is the lowest 
ratio recorded by Guthrie in the six years that he has been 
conducting this annual study. The ratios of applications to 
admissions for medical, dental and veterinary schools are 
given below for the six year period: 
YEAR 
1947 
1948 
1949 
1950 
1951 
19.52 
RATIO OF APPLICATIONS TO ADMISSIONS, 
SCHOOLS OF MEDICINE, DENTISTRY 
AND VETERINARY MEDICINE 
. 1947-19.52 
MEDICINE DENTISTRY 
12 to 1 8 to 1 
14:~ to 1 9 to 1 to 1 7.8 to 1 
12.5 to 1 5.5 to 1 
10.5 to 1 5.6 to 1 
8.7 to 1 4.8 to 1 
Source: Applications to the Professional Schools 
William s. Guthrie, P•4• 
VETERINARY 
MEDICINE 
8 to 1 
6 to 1 
3.8 to 1 
2.9 to 1 
3.2 to 1 
3.1 to 1 
md Colleges, 
3. ~ Series of Applicants 
All schools show the same downward trend after 1948, 
but in every year the ratio is substantially higher for the 
schools of medicine. These statistics may be slightly biased 
by the fact that not all schools reported to Guthrie in every 
year. Much more can be learned about the downward trend by 
examining the figures on individual applicants published by 
the Association of American Medical Colleges. 
YEAR 
1948 
1949 
1950 
1951 
1952 
APPLICANTS, ADMISSIONS AND THE RATIO OF 
APPLICANTS TO ADMISSIONS 
MEDICAL COLLEGES IN THE UNITED STATES 
1948-1952 
INDIVIDUAL NUMBER 
APPLICANTS ADMITTED 
~:~~ 6,~8 7,0 2 22,279 7,1 2 
19.,920 
16,760 7 ·~81 7, 25 
RATIO 
3.8 to 1 
3.5 to l 
3.1 to 1 
2.7 to 1 
2.3 to 1 
Source: Stalnaker, Study of Applicants, Journal of the A.M.A., 
Feb. 19.53. 
Obviously very little of the decline in these 
ratios is accounted for by the increase in the number admit-
ted. If the assumption is made that 7,425 students, the 
number admitted in 19.52, had been admitted in all of the 
other years, a hypothetical set of ratios may be calculated 
as follows: 1948, 3.4 to 1; 1949, 3.4 to l; 1950, 3.1 to l; 
1951, 2.1 to 1. From this set of ratios it can readily be 
seen that the increase in admissions has accounted for only 
a relatively small part of the decline in the ratios, and 
that most of the downward trend may be attributed to the re-
duction in applicants. 
4. Explanation ~ ~ Trend 
An explanation of this trend and the probable 
future course of the trend of applicants is an important as-
pect of the demand for medical education. 
Since students enter medical schools two to four 
years after entering institutions of higher learning, the 
trend of applicants may be expected to follow the trend of 
admissions to all institutions of higher learning, if allow-
ance is made for the time lag. The peak year of enrollment 
of new students in higher educational institutions was the 
post war year of 1946, three years prior to the peak of ap-
plications to medical schools in 1949•* Since 1946 the num-
be r of new students entering higher educational institutions 
has declined until 1952 when a slight rise took place. This 
upturn in registrations is expected to continue, and an in-
crease in the number of applicants applying for admission to 
medi cal schools may be expected starting about 1955. 
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c. The Peak of Applications 
Undoubtedly the peak year of 1946 resulted from the 
demobilization after World War II. The "G.I." bill also ac-
counted for a large part of the peak post war enrollment. 
The decline since that time has resulted from a playing out 
of these factors. 
1. Explanation of Decline 
The increase in 1952 Guthrie attributes to seven 
factors: 1. A slight increase in the number of high school 
graduates in 1952. 2. An increased tendency for high school 
graduates to go to college. 3. Wide publicity given to the 
need for college trained personnel. 4. Korean veteran en-
rollment. 5. Intensified efforts by the colleges to attract 
enrollment. 6. Deferment policies of selective service. 
1. Favorable economic conditions. 
D. The Effect of Population Trend 
While many of the factors mentioned above may also 
be expected to influence the trend of medical school appli-
cants in the future, by far the most important factor is that 
of population. The number of students seeking entry into col-
lege is essentially a function of the number of births ap-
proximately eighteen years earlier. The number of births ~ 
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recorded in the United State• fell steadily from 1919 to 
1934. From that date on the trend has been upward.* The 
implications of this reversal in the trend of births for the 
colleges and professional schools are well illustrated by a 
table of expected college entrants published by School and 
Soc! ety. (table V) 
According to this table the number of students 
seeking admission to medical schools, unless influenced 
greatly by other factors, will probably double within twenty 
years. It should be noted that this forecast is baaed on 
births already recorded, and does not depend on projections 
of the trend of births. It therefore appears to be quite 
reasonable and reliable. 
E. Trend of Medical Degrees 
Further evidence of the shortage of supply of medi-
cal education may be gained from an examination of the trend 
of medical degrees granted, and other degrees granted. The 
number of graduates of medical schools has about doubled in 
the past thirty years. In comparison the number of bachelors' 
degrees and the number obtaining degrees from engineering 
schools has increased nine times. The number receiving PH.D. 
degrees in science has increased thirteen fold. 
F. Discrimination in Admissions 
The shortage of facilities for the training of 
physicians has been intensified by the discriminatory admis-
sion practices of the medical schools. These various forms 
of discrimination have led to the exclusion of many capable 
students and the admission to medicine of many students of 
comparatively inferior capabilities. Much of the shortage 
of negro physicians may be accounted for by the failure of 
many of the medical schools to admit negroes. 
Among the forms of discrimination most frequently 
practiced are geographic, racial and religious discrimination, 
and discrimination against female applicants. 
1. Geographic 
Probably the most widespread and most damaging 
form of discrimination is geographic. This takes tbe form of 
excluding applicants from outside the !tate in which the 
school is located, or drastically restricting the number of 
non-residents admitted. In the following universities and 
medical colleges the admission of students to medicine is 
restricted to state residents: University of Alabama, 
University of Arkansas, University of Mississippi, Univer-
sity of Missouri, School of Medicine at North Dakota, Ohio 
State University, University of Oklahoma, Medical College of 
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South Carolina, University of Texas and West Virginia Univer-
sity.* 
In the following schools, local residents are given 
preference, or small quotas are set for the admission of non-
residents: University of California School of Medicine, 
University of California at Los Angeles, The Medical College 
of Georgia, Indiana University, University of Kansas, Univer-
sity of Louisville {Kentucky), Louisiana State University, 
University of Michigan, Creighton University (Nebraska), 
State University of New York, University of North Carolina, 
Jefferson Medical College (Pennsylvania), Temple University 
(Pennsylvania), Women's Medical College of Pennsylvania, 
University of South Dakota, University of Utah and Marquette 
University (Wisconsin)· ·* 
In addition the University of Southern California 
selects most of its medical students from the Pacific Slope 
states, and Tufts College (Massachusetts) restricts its en-
rollment to residents of New England.* 
Only Columbia University (New York) states that it 
has no residence restrictions or quotas of any kind. New 
York University and Western Reserve University (Ohio) state 
that they do not have residence restrictions. No information 
was obtained concerning the geographic restrictions on admis-
aions from the remainder of the medical schools, but the 
extent of this practice is indicated by the above informa-
t ion. As additional evi dence of this practice, a study 
group reporting in "Medical Schools in the United States at 
Mid Century" found that twenty-eight tax supported and three 
private schools drew 90 percent of their students from within 
the state in which the school was located.i:-
The effect of this geographic discrimination is 
moat evident in states where the ratio of population to 
fre s hman medical vacancies is low and admission restricted 
to residents. 
In Arkansas, for example, the University of 
Arkansas admits about 90 residents each year, and the ratio 
of applications to admissions in 1952 was 1.9 to 1. At the 
University of Kansas 120 freshmen are admitted and the ratio 
is 2 to 1.** 
At Louisiana State University only residents are 
admitted and the re.tio is 2.9 to 1. However, at Tulane 
where admission is not restricted to residents, the ratio 
rises to 8.6 to 1. 
This change of ratios is even more pronounced in 
Illinois where the restricted University of Illinois has a 
*19, p.ll3. 
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ratio of 3.1 to 1, and the a tate's other four medical s choola 
without residence restrictions have ratios of 9 to l, 13.7 
to 1, 14.5 to l and 16.6 to 1•* 
The would be medical student who is a resident of 
a small state such as Arkansas which has a state university 
admitting only residents has a distinct advantage. On the 
other hand a prospective student from a populous state such 
~s New Jersey which does not have a medical school faces 
keen competition. 
The schools practicing discrimination are widely 
distributed throughout the United States and the effect of 
this is not confined to any one area. 
The effect is most keenly felt in the following 
states which do not have medical schools: Arizona, Delaware, 
Idaho, Maine, Montana, Nevada, New Jersey, New Mexico, Rhode 
Island and Wyoming. 
2. Admission of Inferior Students 
That the practice of ge ographic discrimination has 
led to the admission of inferior students seems evident. An 
analysis of sc ores on the Medical College Admissions Test 
showed that students admitted to nonrestrictive colleges had 
average scores of 550, while those admitted to the restric-
~-6' p.l3-23. 
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t i ve schools average 509. Nonrestri c tive s cho.ols were turn-
ing down students with "A" average s while the restrictive 
schools admitted "c" students.* In 1951-1952, fifteen per-
cent of the students admitted to medical colleges had "C" 
averages or lower.~B:- It should be noted that most graduate 
schools require a "B" average or better of students admitted 
to training for advanced degrees. 
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3. Justification of Geographic Discrimination 
Deans of medical schools justify this practice by 
contending that it is the function of their schools, especial-
ly the state supported institutions, to provide doctors for 
the area in which the school is located. This seems to in-
dicate that the supply of trained physicians is so short 
that it is necessary to place an "embargo" on training. 
4. Racial Discrimination 
Another significant type of discrimination is the 
refusal of most of the schools of medicine to admit negro 
students. This has led to an extreme shortage of doctors for 
the negro race. Although many white doctors treat colored 
p~tients, the ratio of doctors to patients by race is a good 
~-19' p.ll3. 
'**7, P•4• 
indication of the comparative shortage of physicians for 
negroes. In 1948 the ratio of the negro population to negro 
doctors was 4,400 to 1. The ratio for whites in the same 
year was 850 to 1.* 
There are two medical schools, Howard University 
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and Meharry Medical College, which are negro institution8. 
These two schools together graduate between 80 and 110 students 
annually. Only 8 to 12 negro students are admitted each year 
to all of the other medical colleges•** 
5. Religious Discrimination 
Discrimination against students on a. religious 
basis is much less obvious than is geographic and racial 
discrimination. Albert Q. Maisel, in an article in Collier's 
Magazine claims that schools that formerly admitted as high 
as 40 percent Jewish students have reduced this percentage to 
as low as 5 to 7 percent•** 
6. Discrimination Against Women 
On the grounds that women do not remain in the 
practice of medicine, medical schools have restricted the 
admission of women. Only about 250 women are graduated from 
*16, p.l86. 
**13, p.l7. 
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medical !chools each year. Approximately 5 percent of the 
students admitted each year are women.* 
7. Discrimination Against Foreigners 
Another factor restricting the opportunity of ob-
taining a medical education is the refusal of many licensing 
boards to recognize foreign schools and their graduates.~~ 
This operates not only against United States citizens who 
might obtain their education abroad, but against foreigners 
who have emigrated to this country. Many of these persona 
were licensed practicing physicians in their native countries. 
8. Financial Restriction 
In addition to the above obstacles placed in the 
way of many would-be medical students is the often insur-
mountable cost of a medical education. It has been esti-
mated that the average medical school student cannot complete 
his four year course in a medical school for less than 
$10,000.*** Economic status has therefore become the greatest 
single selective factor or those governing entrance into med-
ical school, and has probably been the greatest factor in re-
ducing the demand ror medical education. 
G. Other Effects of Restriction 
Statistics alone do not, of course, tell the com-
plete story. It is impossible to tell how many able stu-
dents are turned away from medicine at the beginning of 
their college careers, discouraged by the difficulty of se-
curing admission to medical school, the high cost of com-
pleting the training if admitted, and the length of the 
training period. 
For the student who attempts to obtain a medical 
education and is not admitted to medical school, the loss is 
perhaps greater, for the course in pre-medicine is usually 
just that, a preparation to enter medical school. These 
students all too often find that the pre-medical course has 
left them with a smattering of general science but without 
sufficient specialization in any one branch to enable them 
to qualify as chemists, biologists, etc. and thus earn a 
living. 
H. Impossibility of Equilibrium 
In view of this overwhelming evidence of a con-
siderably greater demand for medical training than can be 
supplied, and with every prospect of this demand increasing 
in the future, the expansion of existing facilities has been 
negligible. It cannot be expected that supply will react to 
75. 
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the stimulus of demand in this case, for in the strict eco-
nomic sense there is no equation of demand and supply possible. 
That is, students cannot or will not pay the full cost of 
supplying their education, and the education cannot be sup-
plied at the price that students are willing to pay. Motiva-
tion for the expansion of medical education must come from 
some stimulus other than economic. 
I. Plans £2£ Expansion 
Plans for the expansion o~ some schools and the 
addition of others are at present in effect or are being 
considered. 
The University of California at Los Angeles has a 
recent addition to the ranks of medical schools, having ad-
mitted its first class in 1951. In 1952 the University of 
Miami (Florida) began instruction in medicine. Yeshiva 
University in New York is now building a medical school. The 
state universities of Mississippi, Missouri, North Carolina 
and West Virginia are now expanding their two year courses in 
basic medical science to four year courses.* This will prob-
ably add little to the total supply of physicians since the 
students who completed these two year courses schools were 
generally admitted as upper classmen to other medical schools, 
*1, p.l2,13. 
replacing students who had dropped out . 
The universiti es of Florida and Kentucky, and the 
state of Connecticut are considering the possibilities of 
establishing medical schools .-:t-
There seems little reason to believe that medical 
educational facilities will be expanded sufficiently to meet 
either the present or anticipated future demand, unless there 
is a substantial change in present conditions. 
*1, p.l2,13. 
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VI. PROBLEMS RELATING TO THE EXPANSION 
OF MEDICAL EDUCATION 
Dr. Abraham Flexner pointed out in his 1910 report 
that medical education is expensive and can in no event be 
taught out of fees.* Since the time of the writing of the 
Flexne r report, educating men fort he medical profession has 
become progressively more expensive. Although tuition fees 
have been increased and are high, it has become more and 
more apparent that medical schools must find some other way 
of increasing their income if they are to expand. Expansion 
certainl¥ cannot be financed out of present income which is 
too low in most schools to support the present scale of oper-
ations. 
A. Present Finances of the Schools 
An understanding of the financial problems of the 
medical schools attempting to expand must be based on a 
study of the present finances of the schools. 
1. Lack of Uniform Accounting 
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Persons inquiring into the financial problems of 
medical schools have found a multiplicity of sources of funds, 
confused by inadequate accounting systems, and a complete 
lack of uniformity of accounting methods from school to school 
which makes comparison difficult. 
The schools provide undergraduate training, graduate 
training, hospital services and research services. There is 
an interchange of both personnel and plant among these 
various functions, and it is not possible to accurately assess 
the coats of the undergraduate training function. of the 
schools from their present accounting. 
2. Sources of Funds 
Funds for the support of the schools also come 
from sources which may be allocated to these various func-
tions. There is income from tuition, both graduate and 
undergraduate, income from university hospitals, endowments, 
and income from research grants, both governmental and pri-
vate. In addition some universities transfer general funds 
for the support of the medical schools, and some medical 
schools receive aid from the government of the state in which 
they operate. 
3. Studies of Medical School Finances 
In 1932 the Association of American Medical Col-
leges presented a report giving a brief analysis of income 
and expenditures in 1926-1927. The authors of this report 
observed, "practically no medical school has a comprehensive 
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system of cost accounting."~} 
A study made by the American Medical Association 
covering the period 1934-1936 recognized the difficulty in 
determining the cost of medical education arising from the 
differences in organization of medical schools and the 
lack of uniform accounting systems.~-
B. Report of the Surgeon General 
Other reports have been made from time to time, 
but the most recent and most important is that made by the 
Surgeon General's Committee on Medical School Grants and 
Finances under the auspices of the public Health Service and 
the Chairmanship of Lowell J. Reed, president of Johns Hop-
kins University. 
1. Origin of the Study 
This study had its origin in a recommendation of 
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the National Advisory Health Council. At their suggestion the 
Surgeon General appointed the study committee in January 1949. 
The group submitted its report in December 1950, after two 
years of work.*~~ 
~23, p.7. 
**23, p.B. 
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c. Sources of Funds 
The report presents a comprehensive analysis of the 
income and expenditures of medical schools. From this pic-
ture of the sources of medical school income, the difficult 
situation faced by the schools is clear. 
There were 29 public four year schools and 43 
private four year schools included in the study. The distri-
bution of their income by source for basic undergraduate op-
erations is presented in the following table: 
DISTRIBUTION OF THE INCOME OF MEDICAL SCHOOLS 
FOR BASIC OPERATING EXPENSES 
1947-1948 
SOURCE OF INCOME ALL SCHOOLS 
ALL SOURCES 
Tuition and fees 
University transfers} 
State or City appro-
priations 
Gifts and Grants 
Endowment 
Miscellaneous 
100 -
23 
46 
13 
13 
5 
PERCENT DISTRIBUTION 
PUBLIC 
100 
17 
76 
5 
1 
1 
PRIVATE 
100 
27 
{2~ 
19 
21 
8 
Source: Financial Status and Needs of Medical Schools, Fed-
eral Security Agency, Washington, D. c., 1951. 
Gifts and grants in some cases included grants from 
the federal government where these were not budgeted sepa-
rately. In other schools separate accounts were kept for 
these grants and they have been excluded. 
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1. Studen_l Tuition Fees 
A study of tbis table shows that the already high 
tuition fees charged provide only about one fourth of the in-
come of the schools. Although these could probably be raised 
even further and students willing and able to pay would still 
apply in sufficient numbers to fill the schools even at aome 
increased capacity, the disadvantages of this method of fund 
raising are obvious. It would further the selection of stu-
dents on a financial basis rather than on the basis of abil-
ity, a situation which has already progressed too far. 
2. Gifts ~ Grants 
Gifts and grants, now only a minor source of income, 
could probably be increased if sufficient effort were devoted 
to the task. However, this represents an uncertain and un-
reliable source of income. Furthermore, most of this type of 
fund carries some restriction as to how and for what purpose 
it may be expended. About 21 percent of the basic operating 
s now n the form of restricted income of the private schools i i 
funds.* 
3. Endowments 
The same difficulty presents itself in connection 
with endowments. Endowment funds totaled $210.7 million in 
1948. Half of this amount was in the form of restricted 
funds, and most of the endowment funds were concentrated in 
a few schools. Seventy percent of the endowment capital was 
controlled by 11 private schools.* 
It is doubtful whether increased endowments can be 
obtained in sufficient volume by most of the schools to offer 
a practical solution to their financial problems, especially 
under present conditions. The growth of endowment funds has 
not matched the growth of operating expenses. In 1940-1941, 
33 percent of the income of private schools was derived from 
endowments; in 1947-1948, only 21 percent came from this 
source.** 
4. University Transfers 
A large share of the income of the schools, espe-
cially the public schools, came from university transfers of 
funds to the medical schools, or from state and city appro-
priations. 
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In many cases the transfers of university funds 
were not budgeted in advance, but represented deficiency 
transfers by the parent organization. How much longer and 
to what extent the universities will be willing to continue 
doing this cannot be stated. 
5. State and City Appropriations 
State and city appropriations can probably be in-
creased in some cases. However, this is also the underlying 
cause of geographic discrimination in admitting students. 
State legislatures do not care to appropriate funds for the 
education of students from out of state. 
6. Federal Funds 
The part played by the federal government in medical 
school finances may be judged from the following table which 
shows the distribution of income for research by source for 
those schools which kept ieparate accounts for this item. 
DISTRIBUTION OF INCOME FOR RESEARCH 
BY SOURCE OF INCOME 
SELECTED MEDICAL SCHOOLS 
1948-1949 
SOURCE OF INCOME 1948-1949 
ALL SOURCES 
PERCENT DISTRIBUT ION 
Public Health Service 
Other Federal Agencies 
Other Sources 
100 
27 
24 
49 
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Funds for separately budgeted research amounted to 
$17.1 million in 1948-1949• Of thi8 amount 97 percent carried 
some restriction on the manner or purpose for which the money 
could be spent. 
The le~ge share contributed by the federal govern-
ment makes federal funds an important source of income of the 
medical schools for the teaching of undergraduate students. 
It must be pointed out that although these funds were re-
stricted in use, they helped to defray such important expend-
itures as plant overhead and salaries of personnel. Without 
doubt the expenses of operating laboratories and clinics was 
offset a great deal by applying federal funds against this 
expense when these laboratories or clinics were used partly 
in categorical research projects. Payments made to personnel 
out of these funds also enabled the schools to retain the 
services of many doctors and technicians who would have left 
for private practice or other employment without this supple-
ment to their income. 
D. Financial Needs of the Schools 
As part of the study plan, the medical schools were 
asked to report on their financial needs. Nearly all schools 
including the large and presumably well financed schools re-
ported a need for additional funds both for operation and for 
additional construction.* 
Thirty-four schools reported an average need of 
$4.4 million for construction of facilities. The total need 
was estimated at $330 million.* 
An additional $40 million per year was needed for 
current operating funds including $10 million a year to meet 
annual deficits.* 
Thirty-three schools reported that they had cur-
tailed some phase of their program for lack of funds for 
faculty, administration and essential facilities.* 
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To increase total freshman enrollment by 22 percent, 
the deans of the medical schools estime.ted that $244 million 
would be required for construction and $18 million for support 
of operations.* 
E. Proposed Federal Subsidies 
Against this background of extreme need for money 
and already overtaxed sources of income, it seemed logice.l 
that the schools should turn for additional income to the 
most likely source, the federal government. 
Congress had for some time in the post war period 
been considering legislation dealing with health problems. 
An Omnibus National Health Act presented to Congress in 1948 
contained provisions for aid to medical schools. However, 
since this bill also contained proposals for compulsory 
health insurance, its chances of passage were slighto In the 
early part of 1949 the Senate decided to separate the less 
controversial issue of aid to medical schools from this gen-
eral billo A subsidy of $500 per student and 5,000,000 per 
year for the expansion of physical facilities was proposed 
in a separate bill.* 
This proposal was backed in principle by the 
Hoover Commission* and a poll of medical school deans showed 
that 90 percent favored some form of federal aido** On this 
particular bill Dr. Joseph c. Hinsey of Cornell University, 
Chairman of the Executive Council of the A.A.M.c. reported 
that a poll of membership showed 47 schools in favor of the 
bill and 16 opposed.* 
A committee headed by Lowell J. Reed of Johns 
Hopkins met with the A.M.A. to get approval of the bill. 
F. Attitude of the A.M.A. 
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As originally drawn the bill placed a ceiling on the 
amount of federal subsidy for each school at 50 percent of 
the school's income. The A.M.A. succeeded in having this 
ceiling reduced first to 40 percent and finally to 30 percent 
before giving its approval. Prohibitions against "direction, 
supervision or control of personnel, curriculum or instruc-
tion" by the government were also written into the bill.-:} 
With the active support of Senators Taft and Pepper, 
the bill passed the senate by unanimous consent.* 
A duplicate measure known as the Biemiller Bill 
was introduced into the house. However, passage was held up 
by nurses' organizations in Georgia and North Carolina be-
cause they feared the American Nursing Association might be-
come an accrediting body.* 
At this point the attitude of the A.M.A. completely 
changed from one of grudging tolerance to active opposition. 
Albert Q. Maisel attributes this change of attitude 
to the advice of the publicity firm of Whitaker and Baxter 
which he says is the unofficial lobby of the A.M.A. in 
Washington.* 
Reasons for the change of attitutde cannot be sub-
stantiated, but the change of policy was evident. 
Dr. Louis H. Bauer, Chairman of the A.M.A.'s 
"National Education Campaign" said,"As the bill is presently 
drawn, we felt it would give the government a foot in the 
door for federal control of medical education." 
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G. Attitude of the A.A.M.G. 
Active opposition by the A.M.A. was disvowed by 
Dean Hinsey who, as spokesman for the A.A.M.G., said that 
it was "taken independently of our association and without a 
poll o.f our member ship."* 
u. s. News and World Report in January 1950 re-
ported that "a subsidy is urged by many medical schools ••• 
The A.M.A. opposes the idea on the ground that each doctor 
can care for more patients now, so that there is no need for 
a great expansion in the number of doc tors."-::~-
It is more likely that this is the real basis of 
the A.M.A. opposition, and that the fear of government con-
trol of medical education represents a corollary reason. 
The A.M.A. fears that if government preempts the right to 
establish standards for medical education, the control of 
the profession by the A.M.A. will be ended. 
Since this bill was defeated, other proposals to 
aid medical education have been consistently opposed by the 
A.M.A. 
*14, p.83. 
-:Hal, p.l8,19. 
H. Opposition of the A.M.A. to Other Legislation 
1. The National Fund for Medical Education 
An attempt was made to establish a National Fund 
for Medical Education. Senator Taft introduced a bill in 
1953 to grant a charter to this independent organization. 
The A.M . A. voiced its opposition to tlus bill in ita Special 
Report No. 12 of October 30, 1953. Tho bill was opposed on 
the f ollowing grounds: 1. The Foundation would be authorized 
to interpret the needs of medical education to the American 
public. 2. The Foundation would be injected into the field 
of standards and methods in education and training of medi-
cal manpower." The A.M.A. had established ita own fund in 
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1950 in an attempt to forestall the prganization of the Nation-
al Fund. 
2. Subsidy Bills 
Three bills aimed at aiding students to further 
their education were also reviewed in the srune Special Re-
port of the A. M.A. Senator Langer's bill (S. 2168) to pro-
vide for loans to individuals to enable them to obtain a 
college or university education, and those of Representative 
Boland (HR. 6079) and Lane (HR. 6124) with similar purposes 
were also opposed by the A.M.A. although no reasons were 
stated. 
Obviously the A.M.A. intends to continue to actively 
oppose any form of legislation or organization which will in 
any way infringe upon its right to control and supervise med-
ical educationo 
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VII. CONCLUSION 
A. The Shortage of Physicians 
and Medical services 
From the material collected and presented in this 
study, three major facts are evident. There is a shortage of 
facilities for the training of physicians in relation to the 
demand for this training. This has led to a shortage of 
trained physicians, and consequently to a short supply of 
their services in relation to the demand for medical care, 
and to higher prices for this service. This situation .has 
apparently been fostered, or at least aided by the policies 
of the American Medical Association. 
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Evidence to support the first conclusion, the short-
age of schools, seems incontestable. 
The fact of the physician shortage is generally 
acknowledged end accepted by most people. A great deal of 
evidence can be adduced to support this contention, and much 
of it has been presented in this paper. 
The extent and seriousness of this problem consti-
tute the main points of argument, with only a few die-hard 
supporters of the American Medical Association policy serious-
ly presenting the view that no shortage exists at all. 
The role of the A.M.A. in inducing or perpetuating 
this shortage situation is difficult to assess. There seems 
ample evidence that the policies of the A.M.A. have perpet-
uated and aggravated the situation. By ita own admission 
the A.M.A. exercises almost complete control over entry into 
the medical field. By its policies the A.M.A. has blocked 
legislation and any other type of aid aimed at alleviating 
the shortage of school capacity. The effect of these poli-
cies is not difficult .to demonstrate; the true intent of the 
A.M.A. in adopting these policies may be surmised, but proof 
is in general lacking. 
The indictment of the A.M.A. in the final analysis 
rests on hearsay, not evidence. Nowhere can statements of 
the A.M.A. officials be found which indicate that entry into 
the profession is being restricted by the A.M.A. for the 
benefit of the already practicing physicians. 
All statements of the A.M •. A. policy which is aimed 
at restricting entry are accompanied by explanations which 
attribute the policy to other motives. Usually these motives 
are said to be such idealistic ones as the preservation of 
free enterprise, the preservation of individual freedom, the 
prevention of federal government interference into the rights 
of states, or economy in government. 
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Condemnation of the A.M.A. policy and the A.M.A. is 
found chiefly in the statements of a few individuals, mostly 
unsupported by concrete evidence. 
c. The Effect of the A.M.A. Policy 
The question of the intent of the A.M.A. policy, 
although interesting, in no way al. ters the effect of this 
policy, and it is the effect of this policy which carries 
economic import for the American public. 
1. Restriction of Supply 
When the supply of a service is restricted, the 
equilibrium price of the service and the monetary return to 
the factor in short supply both tend to be higher than when 
no restrictions are placed on the supply. 
2. Method of Restriction 
In this case the restricted supply is induced by 
the limitation of the entry of producers into the field. The 
result is the return of an economic rent to the practicing 
physician and higher prices to the purchaser of medical 
services. 
3. Return of Economic Rent 
The practitioner may be said to be earning an 
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economic rent because the earnings of the average doctor are 
more than the amount necessary to prevent the exit of pro-
ducers from the field and are sufficiently high to attract a 
large number of persons to seek entry into the field. The 
earnings may therefore be judged to be above the "normal 
profit" level. 
4. Effect on Consumer 
To the consumer of medical services the restricted 
number of physicians means a higher price must be paid than 
would be paid under more competetive conditions. 
In all proba.bili ty this does not mean a higher 
monetary price so much as it means an . inferior service. 
Although medical fees are established largely by 
custom and a sort of mutual agreement among members of the 
medical profession on a so-called "ethical" schedule, it is 
easy for the physician to deviate from this schedule by 
varying the service rendered. 
The physicians faced with an overcrowded waiting 
room is unlikely to drive away patients by raising fees; he 
merely decreases the time and attention devoted to each 
patient and charges the same schedule of fees. 
D. Alleviation of the Situation 
The only remedy for this situation is to increase 
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the number of physicians. This means that the capacity of 
the medical schools must be increased either by enlarging 
the already existing schools, or establishing new ones. 
1. Expansion of Existing Schools 
By far the simplest solution is to enlarge the 
already operating schools. This, however, will not aid 
those areas which do not have medical schools and will tend 
to perpetuate geographic discrimination in the selection of 
students. 
2. Creation of New Schools 
Enlarging the existing schools has the tremendous 
advantage of not requiring the A.M.A. approval. New schools 
must surmount this sizeable obstacle. Probably a combination 
of both plans presents the best solution. Some progress has 
already been made in expanding the output of physicians, 
although it appears to be inadequate. 
3. The Financial Problem 
The financial problem remains the greatest obstacle 
to medical school expansion. 
Huge amounts ~e needed for capital outlays, and 
substantial yearly amounts to meet operating expenses. 
The capital needed seems to be beyond the scope of 
present philanthropy. In accordance with the principle ex-
pounded by Flexner, it cannot be extracted from student fees. 
4. Government Subsidy 
The only remaining source of funds of this magni-
tude appears to be government, either state or federal. 
State governments appear to be in the best position 
to aid the medical schools. In many states they are already · 
doing so. The federal government cannot extend financial 
help to the schools without coming into conflict with the 
A.M.A. The federal government cannot properly protect the 
interest of the public unless it retains the right to demand 
an accounting of the money expended in aid, and must in some 
way supervise the curriculum and fac ulty. The A.M.A. alone 
wishes to retain control of medical education standards and 
through them medical education. Any attempt of the federal 
government to encroach upon this "right" of the A.M.A. will 
be resisted strongly by this powerful group. 
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State governments, however, are in a better position 
to aid medical education. In many states the medical school 
is part of the state university. Expansion can be accomplished 
without the charge of government interference and without 
the problem of the A.M.A. approval, since the schools are 
already approved by the A.M.A. 
States without medical schools still face a more 
simple problem than does the federal government in seeking 
to aid medical schools. Many of these states have state 
universities which can be used as a base for establishing 
medical schools. Inasmuch as the states have licensed physi-
cians for several years, t heir right to supervise the re-
quirements for the practice of medicine is well es t :a.blished. 
Recognition of the school s by the A.M.A. still remalns a 
sizeable problem, however. 
Progress in expanding medical education will in 
any case proceed at a slow pace. A change of attitude on 
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the part of the A.M.A. would materially aid in the expansion. 
99. 
VII I . STATISTICAL APPENDIX 
10 •· 
Table I 
mDICAL COLLEGES , STUDENTS AND GRAD ATES 
I N THE UNI TED STATES 1880-19.52 
YEAR COLLEGES STUDENTS GRADUATES 
1880 100 11,826 ':~~ 1890 133 -1.5 , 404 1900 160 2.5,171 5,214-19 0~ 160 28,142 5,7~1 190 162 25,20~ 5,444 1910 131 21,52 4, 0 
1915 96 14,536 3, 5~6 1920 85 1~,768 3,0 b 1921 83 1 · ~ 6 3,1 1922 81 15, 35 2, 529 
1923 80 16,960 3, 120 
1924 79 17,728 3,562 
1925 80 18,200 3, 9l4 1926 79 18 , 8~0 ;3.9 2 
1927 80 19, 6 2 4- ,035 
1928 80 20,545 4,262 
1929 76 20, 878 4, Wt;6 1930 76 21,.597 4, 5 5 
1931 76 21,982 4,735 
1932 76 22,135 tt· 936 19 3~ 77 22,466 ,895 193 77 22,7~9 5, 035 
1935 77 22,8 8 5,101 
1936 77 22,564 5,183 
1937 77 22,095 5,377 
1938 77 21,587 5,194 
19,9 77 21,302 5,089 19 0 77 21,271 .5 ,097 
1941 77 21,379 5,275 
1942 77 22,031 5,163 
1943 77 22,631 5,22~ 1944 77 2~,52~ 5,13 1945 77 2 ,02 5,13 
1946 77 23,216 5, 826 
1947 77 23,900 6,389 
1948 77 22,l39 5,54~ 1949 78 23, 70 5,09 
1950 79 25,103 5,553 
1951 79 26,186 6,135 
1952 79 27,076 6,080 
ource: Final Report of t he Commission on Medical Education , 
New York, 1932. A •• A. (1880-1932); Medical Education in the 
United States and Canada, 1951-1952, Part I, Journal of the 
A. M.A., Vol. 150, p.llO, Sept . 13, 1952 (1932-1952 ). 
Table II 
AVERAGE AN AL EXPENDIT RES PER FA ILY 
FOR MEDICAL CARE.;:-
FA I LY I NCOME 
0- 1,200 
1,200- 2, 000 
2,000- 3,000 
3,000- 5,000 
5,000-10,000 
10,000 and ove r 
UNITED STATES 1928-1931 
EXPENDlTJRE 
U.9.17 
66.81 
94.84 
137.92 
249.3.5 
503.19 
PERCENT OF CLASS 
MI D POI NT 
~:Based on 8, 639 white f amili es with known income surveyed 
for t welve consecutive months , 1928-1931. 
Source: The Incidence of Illness and the Receipt and Costs 
of Medical Care Among Representative Families, I. s . Falk, 
Margaret c. Klem and Nathan Saini, University of Chicago 
Press, 1933. 
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YEAR 
1929 
19,35-36 
1941 
19~ 
1944 
1950 
Table III 
PERCENT GE OF TOTAL CONS UMER INCOME 
SPENT ON MEDICAL CARE AS INDICATED 
BY DEPAR ME T OF CO MERGE AND 
FA I LY I NCO ffi STUDIES 
UNITED STATES, YEARS INDICATED 
PERCENT OF INCO . ' 
DEPART~ •.r OF 
CO! ERCE FA ILY S~UDIES 
Source: Disability Studies Section, Federal Security 
Agency, Social Security Administration. 
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YEAR 
1939 
1940 
1941 
1942 
194;3 
1944 
194.5 
1946 
1947 
1948 
1949 
·1950 
19.51 
Table I V 
ESTilr1ATED ENROLLMENT IN BLUE CROSS AND BLUE 
S HI ELD INSURANCE PLANS 
UNITED STATES, 1939•1951 
BLUE CROSS 
4.,410 
6,012 
8,399 
10,215 
12,600 
15,772 
18,881 
24,250 
27,4-89 
30,li.4.8 
33,)81 
37,43.5 
38,421 
BLUE SHIELD 
167 
370 
77.5 
965 
1,235 
1,768 
~2,.535 ,4.36 ,966 
9,855 
13,463 
18,097 
21,8.52 
Source : Building America's Health, Volume 4., p.338. 
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Table V 
POPUL ATI ON AGE 18 WHO A E EXPECTED TO BE COLLEGE ENTRANTS 
I N THE UN I TED STATES , PROJECTED TO 1969-70 
BIRTH 
YEAR 
1934 
1935 
1936 
1937 
1938 
19,39 
1940 
1941 
1942 
194.3 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
COLLEGE 
YEAR 
1952-5,3 
195.3-54 
1954-'55 
1955-56 
1956-57 
1957-58 
1958-59 
1959-60 
1960-61 
1961-62 
1962-63 
196,3-64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
N MBER OF 
NEW STUDENTS 
4..36,ooo 
'-1.41,000 ill,ooo 
~6),000 
J+88,000 
1-t-90,000 
.516,000 
554,000 
623,000 
6571000 
633,000 
625,000 
758,000 
861,000 
833,000 
847,000 
853,000 
912,000 
INDEX 
( 1952-1953=100) 
100 
101 
102 
106 
112 
112 
118 
127 
143 
151 
145 
14.3 
174 
197 
191 
19h. 
196 209 . 
Source: Enrollment and Graduation Trends, From Grade School 
to Ph.D. Oxtoby, ugge and Wo1ffe, School and Society, 
Volume 76, October 11, 1952, p.228. 
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